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W
ith less than 22 months’
lead time, the Non-Devel-
opmental Airlift Aircraft
(NDAA) System Program
Office (SPO) developed

and implemented a viable acquisition
strategy for the procurement of a non-
developmental airlifter. The aircraft
would serve as a supplement to, or
alternative for, the C-17, using commer-
cial practices to the maximum extent
practicable. They orchestrated the
development and release of a stream-
lined, “commercial-like” Request for
Proposal (RFP). Then they negotiated a
$13.9 billion contract, which would
have allowed the government to pro-
cure up to 75 minimally modified Boe-
ing 747/400Fs over a 10-year ordering
period. And finally, they developed a
detailed cost estimate to restart produc-
tion of C-5s, and provided the U.S. Air
Force (USAF) and Department of
Defense (DoD) decision makers with
the information needed to make a “best
value” airlift decision.

We Lost...But We Won
The Defense Acquisition Board (DAB)
ultimately elected to authorize contin-
ued production of C-17s in lieu of
procuring an NDAA. However,
because of the NDAA SPO’s intensive
efforts, the DoD senior leadership now
recognizes that the creation of viable
alternatives contributed materially to
substantive improvements in perfor-
mance and a significant reduction in
unit fly-away cost (reflected in the C-
17 negotiated buy-out agreement). Dr.
John White, Deputy Secretary of

U.S. ARMY 1ST ARMORED DIVISION COMMAND AND CONTROL VEHICLE, FLOWN IN FROM RHEIN-MAIN

AIR BASE, GERMANY, IS OFF-LOADED FROM A USAF C-17 GLOBEMASTER III AT TUZLA AIR BASE,

BOSNIA. C-17S FLEW MORE PASSENGERS AND CARGO INTO BOSNIA THAN ANY OTHER AIRLIFTER.
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Defense, confirmed this at the press
conference following the DAB, stating:

I commend the Air Force, partic-
ularly the acquisition staff and
field acquisition personnel, for
creating strong airlift options for
the Department, options which
we did not have two years ago.

The NDAA SPO was established in
February 1994 in response to the
National Defense Authorization Act of
1994, which directed the Secretary of
Defense to develop an acquisition plan
leading to procurement of an NDAA. A
subsequent Acquisition Decision
Memorandum provided further clarifi-
cation, stating: 

• that the SPO was to prepare a plan
for the competitive acquisition of a
non-developmental airlift aircraft as
a supplement to, or alternative for,
C-17 procurement over a range of
quantities equivalent in capacity up
to a maximum of 14 million ton-
miles per day; and

• that an integrated C-17/NDAA Mile-
stone III DAB review would be con-
ducted prior to proceeding with any
NDAA procurement.

For oversight purposes, the program
was designated Acquisition Category
1D (ACAT 1D) and assigned to the
USAF Program Executive Officer for
Tactical and Airlift Systems. Finally,
the Federal Acquisition Streamlining
Act of 1994 (FASA) designated
NDAA a Defense Acquisition Pilot
Program, directing the application of
judicious acquisition streamlining to
the maximum extent permitted by
law.

From the beginning, the SPO recog-
nized that, depending on the mobility
requirements being defined in the
Mobility Requirements Study Bottom
Up Review Update and the results of
the Milestone III DAB review, possible
outcomes for the NDAA program
ranged from not procuring any NDAA
to procuring both a commercial- and a
military-derivative aircraft. As such, it
became imperative that any resultant

Department of Defense photo

U.S. AIR FORCE C-17 AIRCRAFT. THE C-17 HAS THE CAPACITY TO AIRLIFT BULK AND OVERSIZE CARGO. PREPAR-

ING FOR LOW-ALTITUDE PARACHUTE EXTRACTION SYSTEM (LAPES) DROPS OF SUPPLIES AND EQUIPMENT, A U.S.

AIR FORCE/MCDONNELL DOUGLAS C-17 GLOBEMASTER III TRANSPORT MAKES LOW PASS OVER RUNWAY AT

EDWARDS AIR FORCE BASE, CALIF. 

“I commend the Air Force,
particularly the acquisition
staff and field acquisition
personnel, for creating
strong airlift options for 
the Department, options

which we did not have two
years ago.”

—Deputy Secretary of Defense
John White
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contracts have enough flexibility to
accommodate any decision within this
range.

In developing the NDAA acquisition
strategy, the USAF sought to both sup-
port the warfighter’s needs and deter-
mine the extent to which a SPO could
accommodate commercial practices
within a government RFP. This
process was facilitated by the passage
of FASA, as it authorized DoD Pilot
Programs to implement immediately,
“any amendment or repeal of a provi-
sion of law made in this Act” that
would promote acquisition reform.

Signed into law on October 13, 1994,
FASA clarified the extent to which
Congress intended pilot programs to
adopt innovative practices as seen in
the following: 

• It designated DoD’s Pilot Programs
and granted them selected statutory
waivers, e.g., the Competition in
Contracting Act and the Truth in
Negotiations Act.

• The Act directed the Secretary of
Defense to “take any additional
actions that the Secretary considers
necessary to waive regulations not
required by statute that affect the
efficiency of the contracting
process...”

• It authorized pilot programs to
implement FASA prior to the publi-
cation of implementing instructions.

• Finally, it stated that any non-devel-
opmental aircraft offered as a
supplement to, or alternative for, the
C-17 would be considered a com-
mercial-derivative aircraft. 

Background
As a supplement (C-XX requirement)
for the C-17, candidate aircraft were
required to have the capacity to carry
bulk and oversize cargo up to and
including the Army’s 5/4-ton truck
and the high mobility multipurpose
wheeled vehicle; however, additional
capability to transport 2.5- and 5.0-ton
trucks was desirable. As an alternative
(C-XY requirement) to the C-17, can-
didate aircraft were required to have
the capacity to carry bulk, oversize,

and outsize cargo and perform mili-
tary-unique missions such as troop
and equipment airdrop. Candidate air-
craft also had to be either Federal Avia-
tion Agency (FAA) certified or U.S.
military qualified. Extensive market
research confirmed that both require-
ments could be satisfied through the
acquisition of modified commercial-
derivative and/or non-developmental
military aircraft. 

Potential offerors initially included for-
eign and domestic, new and used,
commercial- and military-derivative
aircraft. It was envisioned that procure-
ment of both requirements could be
effected through one RFP, using for-
mal source selection procedures. How-
ever, when only one potential offer (C-
5D) was determined to meet the C-XY
operational requirements, this strategy
was amended to defer procurement of
a C-XY alternative until after the DAB.
As such, the C-XY requirement was
removed from the NDAA RFP prior to
its release in final form on March 31,
1995.

Innovations and Challenges
The goal of the NDAA program was to
provide the DAB with viable, exe-
cutable airlift options in record time.
The SPO recognized that this could be
accomplished only through the use of
innovative and streamlined acquisition
practices. Therefore, to assure that the
solution would meet the requirement,
the NDAA SPO spent a considerable
amount of time with both industry
and government stakeholders defining
and negotiating significant issues prior
to finalizing the acquisition strategy.
Not surprisingly, their findings mir-
rored those identified by DoD’s 800
Panel, i.e., industry believes that
“mandatory, government-unique busi-
ness methods and systems in four
areas create the greatest barriers:
accounting systems, specifications and
standards, rights in technical data, and
government-specific statutes that man-
date fundamental changes in business
practices.1”

The NDAA RFP, therefore, sought to
balance industry’s concerns with the

government’s need to protect the
public interest through the pursuit
of streamlining initiatives at three
levels:

• Actions Requiring Statutory Relief
• Actions Requiring Regulatory or Pol-

icy Relief
• Actions Within the Framework of

the Existing Acquisition System

Actions Requiring Statutory
Relief
Statutory relief was originally request-
ed via the DoD Acquisition Reform
Pilot Program, under the auspices of
the Commercial Derivative Aircraft
Phase II Program. Approval was direct-
ed to this program, however, as NDAA
was subsequently identified as a DoD
Acquisition Reform Pilot Program.
Final language also delineated
approved statutory waivers and man-
dated that pilot programs immediately
implement FASA. The NDAA RFP
incorporated all applicable statutory
relief contained therein.

Actions Requiring Regulatory or
Policy Relief
In response to relief requested from
selected DoD and USAF policy and
procedures, the program benefited
from 30 waivers (unilateral govern-
ment changes clause, milestone pay-
ments, government-approved inspec-
tion and acceptance system, etc.). The
NDAA RFP reflected application of all
such waivers. 

Actions Within the 
Framework of the Existing
Acquisition System
The NDAA SPO questioned every
applicable regulatory and policy
requirement to ascertain its basis, the
degree to which it conformed to stan-
dard commercial practice and, if
required, whether it could be satisfied
less obtrusively. They reviewed select-
ed government and industry studies
and lessons learned from previous
commercial aircraft acquisitions, and
completed an extensive market investi-
gation and various research activities.
The following initiatives were imple-
mented:



Contract Clauses. The NDAA RFP
represents a significant departure from
traditional government RFPs in that
maximum discretionary authority was
used to balance the needs of govern-
ment and industry. To the extent prac-
ticable, applicable Federal Acquisition
Regulation (FAR) clauses, which were
in conflict with the commercial nature
of this acquisition, were addressed as
follows: 

• Selected Defense Federal Acquisition
Regulation Supplement (DFARS) —
211 clauses were substituted.

• Mutually-beneficial one-time-use
clauses were substituted.

• Offerors were afforded the opportu-
nity to propose commercial terms
and conditions.

Considerable effort was expended in
identifying, researching, and reconcil-
ing commercial and government claus-
es for application to this acquisition.
Once a decision was made on disposi-
tion, the file was documented and,
when necessary, waiver documenta-
tion submitted. Finally, to both docu-
ment the waiver process and facilitate
post-award program continuity, a
matrix was developed depicting dispo-
sition and rationale for inclusion/non-
inclusion of each clause evaluated.
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Program Management. The SPO was
tasked to prepare for procurement of a
C-XX aircraft and to provide docu-
mentation (including detailed perfor-
mance and cost information) on a
potential C-XY alternative in support
of the C-17/NDAA Milestone III DAB
with a minimum number of contract-
ing, engineering, finance, logistics, and
program management personnel. Ulti-
mately, SPO size peaked at 32 individ-
uals, 29 government personnel, and
three contractor support personnel.
Perhaps because the team was small,
team members communicated infor-
mally, shared a common vision, and
exercised autonomy in decision mak-
ing — traits not unlike those identified
in small, high-performing Special
Access Required program offices of the
1980s, e.g., B-2, Advanced Cruise Mis-
sile, and F-117A.

Government-Industry Interface. Fol-
lowing a June 1, 1994 Pre-Solicitation
Conference, the NDAA SPO hosted a
series of RFP working group sessions
with industry (represented by 15 aero-
space firms), Air Mobility Command
(AMC), Oklahoma Air Logistics Center
(OC-ALC), the Federal Aviation
Administration (FAA), Defense Con-
tract Management Command
(DCMC), Air Force Operational Test
and Evaluation Command (AFOTEC),
and other government support activi-
ties. Nine such meetings were con-
ducted, representing over 90 contact
hours.

The SPO also communicated via the
Wright-Patterson Electronic Bulletin
Board, releasing relevant public docu-
ments, i.e., meeting notices, the Opera-
tional Requirements Document
(ORD), requests for information,
responses to industry queries, full-text
clauses and provisions, and both draft
and final RFPs. This interactive
exchange continued until final RFP
release. Early industry involvement
proved essential as a means of identify-
ing commercial products that could fill
government needs, familiarizing the
SPO with commercial practices, and
clarifying operational requirements to
industry.

Contract Financing. As is customary
in the commercial aircraft sector, the
NDAA RFP authorized government
financing in the form of calendar mile-
stone payments. This form of financ-
ing is based on calendar dates and set
percentages of price, versus relying on
cost data and audits (progress pay-
ments) or events (production mile-
stones).

Contract Changes. In DoD contracts,
the government retains the right to
unilaterally direct limited changes to
the contract. In private sector transac-
tions, the seller often retains this right.
As neither position proved to be
acceptable within the context of this
acquisition, the changes clause embed-
ded in the NDAA RFP specifically
mandated that all contract changes be
effected bilaterally.

Military Specifications and Stan-
dards. No military specifications or
standards were included as candidate
commercial aircraft were expected to
retain their original design heritage;
i.e., FAA Type Certification. Govern-
ment-unique requirements were
described in terms of performance cri-
teria.

Quality Standards. The RFP cited
industry-developed ANSI 0-90/150
9000 quality assurance standards. As
an FAA-approved production facility,
the contractor was expected to comply
with FAA standards. An FAA-certified
commercial aircraft receives a Produc-
tion Certificate, which includes quality
assurance, process, and materials. As
such, duplication of inspection by
invoking MIL-Q-9858/MIL-I-45208,
would have been a waste of time and
money.

Contractor Data. In lieu of requiring
delivery of engineering data, the RFP
required only that the contractor allow
the government access to existing
data. Access instead of delivery
reduces the burden of administrative
reviews, eliminates government engi-
neering data repository management,
and reduces the costs associated with
procuring a partial license or unlimited

Considerable effort was
expended in identifying,
researching, and recon-
ciling commercial and
government clauses for

application to this
acquisition.
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rights to the data. Additionally, as
manufacturers must continually
improve their products through rou-
tine updates and revisions, access
ensures that the data reflecting the air-
craft configuration remain current.

Warranties. In place of a weapons
system warranty, offerors were pro-
vided the opportunity to propose a
standard commercial warranty. As is
common within the commercial
marketplace, it was required to cover
defects in design, materials, and
workmanship in the aircraft, subsys-
tems and components, support
equipment, and spares as well as
assure conformance to the specifica-
tion at delivery. 

Ground and Flight Risk. The govern-
ment refrained from indemnifying air-
craft in possession of the contractor;
rather, the contractor was expected to
assume all ground and flight risk
pending initial aircraft acceptance as
well as whenever the aircraft was in
their possession. The contractor was
also expected to use existing commer-
cial practices for all ground and flight
operations in lieu of invoking tradi-
tional government risk of loss process-
es. This was done to preclude costly
changes to the contractor’s commer-
cial practices, e.g., through the incor-
poration of government-mandated
safety procedures that conflict with
those mandated by pre-existing insur-
ance coverage.   

Operations and Maintenance Con-
cept. Although the RFP was structured
to accommodate a traditional contrac-
tor logistics support concept, it clearly
encouraged offerors to propose a com-
mercial approach.

Flight and Maintenance Manuals. In
lieu of stipulating the use of standard
military format, the RFP requested
commercial technical manuals and
supplements. The original equipment
manufacturer was charged with simply
tailoring these documents to meet the
government’s needs and then manag-
ing and maintaining them for the
USAF. Had an award been made, the

government would have benefitted
from the experience of other commer-
cial operators through customer-dri-
ven updates — an option previously
unrealized due to separate flight man-
ual management systems and sepa-
rately baselined configurations.

Logistics Support Analysis (LSA). In
concert with the deletion of all military
standards, MIL-STD-1388 was not
cited in the NDAA RFP. As a non-
developmental aircraft, only a few LSA
tasks were relevant. These were con-
sidered, but ultimately deemed unnec-
essary.

Test and Evaluation. Test and evalua-
tion requirements were minimized
due to the non-developmental
nature of this program. To the extent
possible, the USAF planned to deter-
mine operational suitability through
reliance on FAA certifications and
previous operational histories of can-
didate aircraft. Test and evaluation
requirements were, therefore, limited
to modifications and operational
effectiveness beyond the scope of
FAA certification.

Two Steps Forward
The NDAA RFP was not business as
usual! Due to relief afforded through
passage of FASA, regulatory waivers
approved by DoD and USAF, and dis-
cretionary authority exercised by the
contracting officer, 63 clauses were
deleted from the original RFP baseline.

Clauses. Government-unique clauses
were minimized. To the extent practi-
cable, applicable FAR clauses that con-
flicted with the commercial nature of
this acquisition were addressed in one
of the following ways: 

• Selected DFARS 211 clauses were
substituted, e.g., DFARS 211-7000,
Termination - Commercial Items.

• Mutually beneficial one-time-clauses
were incorporated, e.g., H-010,
Changes (Specification and/or Con-
tract).

• Offerors were given the opportuni-
ty to propose commercial clauses;
i.e., aircraft options, warranties,

title and risk of loss, data rights,
inspection and flight test, delivery
and acceptance, Economic Price
Adjustment formula, payments,
and training.

Contract Data Requirements Lists
(CDRL). The number of CDRLs was
well below the average for a major sys-
tem acquisition. The aircraft contract
contained 10 CDRLs, while only seven
were included in the Contractor Logis-
tics Support (CLS) contract. All
CDRLs were to be submitted in con-
tractor format.

Page Count. Page count was reduced
significantly from the norm. Had a tra-
ditional acquisition strategy been pur-
sued for this acquisition, RFP page
count could have easily exceeded
1,000 pages, not including referenced
documents, e.g., military standards
and specifications. As it is, the 175
page count for the NDAA RFP was all
inclusive. This number encompassed
the basic RFP; two model contracts,
one for the aircraft acquisition and one
for associated CLS; two Contract Secu-
rity Classification Specifications; all
applicable CDRLs; one system require-
ments document; and two statements
of work. Furthermore, each resulting
contract (excluding the contractor’s
aircraft specifications) numbered less
than 50 pages. 

Cost Data Management/Reporting
Requirements. Because certified cost
and pricing data, a government-
approved accounting system, and a
government-approved purchasing
system were not needed, expensive
cost data management/reporting
requirements were not required.
This applied not only to the basic
award but also to future contract
modifications, provided the changes
cited therein fell within the commer-
cial definition of FASA.

Changes. The RFP did not include the
traditional government-unilateral
Changes clause, but rather a one-time
clause that stipulated that all changes
be made through mutual agreement of
the parties, with but one exception:



P M  :  M A Y - J U N E  1 9 9 6 23

FAA-approved production and design
changes that did not impact form/
fit/function/price could be made uni-
laterally by the contractor.

Government-approved Accountabili-
ty System. As the RFP cited no gov-
ernment-furnished property, the
requirement for a government-
approved accountability system was
not included.

Military Specifications. No military
specifications were included.

Structural Testing And Analysis.
Structural testing and analysis provi-
sions were minimized.

Military Inspection/Military Quality
Requirements. There were no military
inspection or military quality require-
ments; rather, the RFP cited FAA
inspection and commercial certifica-
tion. Quality oversight requirements
mirrored those in the commercial mar-
ketplace.

Configuration Control. Configuration
control was retained by the contractor,
without restriction.

Military Processes. Most non-com-
mercial processes were either eliminat-
ed or streamlined; e.g., Systems Engi-
neering, Work Breakdown Structure,
and Functional Configuration
Audit/Physical Configuration Audit.

Operations and Support Concepts.
Commercial operations and support
concepts were encouraged.

Support Equipment Recommenda-
tion Data. None were requested.
Offerors retained responsibility for
determining and designing support
equipment.

Control of Spares. The requirement
to maintain serialized control of spares
was limited to high-value items such
as engines.

CLS. The RFP allowed offerors to both
define and propose an appropriate
logistical support package.

Technical Orders. The contractor
retained total responsibility for pro-
ducing and maintaining technical
orders. The RFP limited government
requirements to reflect essential con-
tent only.

One Step Back
Even so, the SPO did not fully imple-
ment commercial practices in the
NDAA RFP. Commercial aircraft pur-
chases, as described by industry repre-
sentatives who participated in the
development of the NDAA RFP, are
generally conducted as follows: 

• The buyer pre-selects the company
or companies with whom they want
to do business.

• Numerous face-to-face discussions
are conducted with the seller to
refine the requirement.

• The buyer defines the requirement
and selects the airframe, subsystems,
etc., from the seller’s catalogue.

• The seller provides a 10- to 15-page
letter proposal that forms the basis
for a contract.

• The parties negotiate terms and con-
ditions, and definitize the contract
(often through a series of side-letters).

It should be noted that in this process,
buyers do not have to assure that all
firms, nationwide, are afforded an
equal opportunity to participate, nor
are they required to defend their selec-
tion in a court of law.

While it is true that there are numer-
ous things that could have been done
to further streamline this effort, little
more could have been achieved on
this acquisition, given existing con-
straints. For example, NDAA could not
be de-coupled from the C-17 procure-
ment decision. As such, responding to
the NDAA RFP was made more diffi-
cult for potential offerors because pro-
posals had to be structured to provide
for the acquisition of as-yet undefined
quantity requirements over a 10-year
ordering period. The RFP was further
complicated by the need to accommo-
date both new and used aircraft. Addi-
tionally, because statutory relief was
limited to that provided through FASA,
many mandatory clauses (e.g., flow-
down clauses, subcontractor plans)
could not be deleted even though they
conflicted with the commercial nature
of this program. Finally, USAF could
not relinquish restrictions designed to
assure that it remained a responsible
steward of the taxpayer’s money.

Unprecedented Strides
Despite such constraints, the NDAA
SPO made unprecedented strides
toward acquisition reform. Even
though the success of this program is,
in part, attributable to regulatory
waivers granted due to its Acquisition
Reform Pilot Program status, one can-
not discount the impact of early, effec-
tive industry/government integration.
As stated earlier, industry expended
considerable resources in educating
the SPO on commercial practices and
working with them to develop the
NDAA RFP. This, in concert with the
SPO’s willingness to work with indus-
try and pursue appropriate waivers
and deviations, is the major reason the
NDAA RFP so closely balanced the

It should be noted that
in this process, buyers
do not have to assure

that all firms,
nationwide, are afforded
an equal opportunity to
participate, nor are they
required to defend their

selection in a 
court of law.
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needs of the commercial marketplace
with those of the government.

Finally, fundamental process changes
noted herein could not have been
effected had both industry and the
program office not intentionally
assigned to the task individuals who
were willing to challenge traditional
policies and procedures. Participants
did not simply support the program
but rather hoped that their actions
would prove instrumental in reform-
ing the acquisition process.

Proposed 
Metrics 
In 1994, a Coopers and Lybrand/
TASC (The Analytic Sciences Corpora-
tion) Project Team, at the request of
[then] Deputy Secretary of Defense, Dr.
William J. Perry, studied the cost impact
of DoD regulation and oversight. After
surveying 10 defense contractors, their
conclusion was that the cost of doing
“business as usual” is an average of 18
percent of the contract price, plus or
minus four percent.2

To quantify the impact of commercializ-
ing the procurement process in this
manner, the SPO developed metrics to
measure the impact within eight dis-
tinct arenas:

• Proposal Preparation And Contract
Price

• Cost Of Government-Unique
Requirements

• Government Cost Avoidance Due to
Commercialization

• The Impact of Commercial Financ-
ing/Payment

• The Effect of Contract Changes
• Operational Performance
• Cost-Effectiveness of Government

Test Program Analyses
• The Impact Of Program Instability

Proposal Preparation and Contract
Price. Prior to release of the final RFP,
the 11 known potential NDAA offerors
were asked, via Request for Informa-
tion (RFI), the cost deltas (“would-
costs”) between NDAA proposal
preparation cost and offered price, and
the same cost/price for:

• a DoD “business as usual” solicita-
tion/contract; and

• a fully commercial acquisition.

Three firms responded, advising that
they expected proposal preparation
for the NDAA RFP to be 25- to 50-
percent cheaper than for a tradition-
al DoD proposal of similar dollar
size. However, when proposal prepa-
ration in support of the NDAA RFP
was compared to that for a truly
commercial acquisition, they cited
costs upward to 90 percent more
expensive. The primary reason for
this is that within the commercial
marketplace, sellers know the exact
number of aircraft desired.

Such was not the case in this procure-
ment. The NDAA RFP needed the flex-
ibility to accommodate an award
based on any one of eight potential C-
17 procurement quantity decisions
(“breakpoints”). It further had to allow
for fluctuations from the proposed
baseline NDAA fleet at any time during
the 10-year ordering period. As a
result, potential offerors had to sepa-
rately price not only their proposed
fleet at each breakpoint, but also pro-
vide individual aircraft prices to
accommodate exercise of unilateral
government options.

These same respondents projected
NDAA contract administration cost
avoidance due to the reduced num-
ber of government-unique clauses
over traditional DoD practices to be
18 to 30 percent of the projected
contract price. When compared to a
commercial acquisition, they esti-
mated the price of administering the
remaining government-unique claus-
es to be 5 to 10 percent of the pro-
jected contract price.

Cost of Government-unique Require-
ments. Had award been made, the con-
tractor would have been tasked to eval-
uate would-costs for a stated group of
requirements, in terms of either cost
avoidance or potential savings. The
Coopers & Lybrand/TASC study cited
earlier analyzed common DoD require-
ments in terms of program costs. This

metric focused on those requirements
shown to have the greatest potential for
cost avoidance, whether or not waived
for the NDAA program.

Government Cost Avoidance Due to
Commercialization. Award would
have also impacted at least five sepa-
rate federal government organizations
(ASC, OC-ALC, DCMC, FAA, and
AMC). Of paramount importance in
assessing the success of commercial-
ization is determination of both the
degree of savings, primarily in reduced
manpower, and the degree to which
effort may simply have been shifted
from one entity to another. Examina-
tion of the latter, specifically in regard
to inspection and acceptance, was
intended to determine whether the
requirement to maintain FAA certifica-
tion in lieu of government inspection
and acceptance procedures saved
money or merely transferred costs.

The Impact of Commercial Financ-
ing/Payment. To measure the impact
of commercial financing/payment, two
factors were considered: 

• a comparison of government and
contractor man-hour costs; and

• the cost of financing progress pay-
ments versus milestone payments.

The first was a one-time measure
based on would-cost data. Assistance
would have been requested from
DCMC to obtain an estimate of man-
hours avoided by both the Defense
Plant Representatives Office and the
Defense Finance and Accounting Ser-
vice using award data as the baseline.
The second was a metric designed to
measure cost-avoidance independent
of the effort of tracking/auditing cost
data. The value of money paid
(progress versus milestone payments)
would have been tracked and com-
pared over the life of the contract.  

The Effect of Contract Changes. Air-
craft procured in support of the NDAA
program would have been minimally
modified commercial systems. As such,
future changes to the design were limit-
ed to those available in the commercial
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marketplace. This metric was designed
to look at all contract changes, to deter-
mine who generated them, why they
were needed, and the cost to USAF.

Operational Performance. Reliability,
Maintainability, and Availability
(RM&A) measure both the aircraft’s
performance and the functioning of
the support system. The CLS contract
would have contained three guaran-
tees of RM&A: mission reliability rate,
mission capable rate, and fully mis-
sion-capable rate. These guarantees
would have served as the baseline.
Actual RM&A performance then has
been measured against the baseline to
assess operational effectiveness.

Cost Effectiveness of Government
Test Program. As stated earlier, test
and evaluation requirements were
minimized. Remaining government-
unique tests were, in large part, statu-
tory requirements, e.g., Low Rate Ini-
tial Production. These test procedures
would have been compared to com-
mercial practices and evaluated to
assess cost effectiveness. 

Impact of Program Funding Instabili-
ty. A key difference between commer-
cial and government contracting is the
absence of stable government funding.
No government program can presume
that the projected funding profile will
endure even to the end of the current
milestone, yet funding stability can have
a greater impact on program baselines
and metrics than the statutory and reg-
ulatory effects being measured. This
metric would have measured actual ver-
sus projected costs using the initial con-
tract buy profile as a baseline.

As an Acquisition Reform Pilot Pro-
gram, the NDAA SPO would have
been required to submit metric reports
to Congress on a quarterly basis
through the Deputy Under Secretary
of Defense for Acquisition Reform. It
was expected that documented sav-
ings would have resulted in regulatory
and policy changes as well as further
streamlining initiatives. Although
development of these metrics proved
to be of little use to the NDAA pro-

gram, it is hoped that they might yet
prove to be of value to other programs. 

Lessons Learned
Lessons learned in applying commer-
cial-like practices to this procurement
can and should be applied universally.

Integrated Acquisition Strategy
Process. Get senior USAF/DoD lead-
ership involved early-on; try to keep
the same membership throughout,
then rely on these “team members” to
respond to questions generated at
their level. Document lessons learned
as they occur; trying to recall them
later may cause an inadvertent omis-
sion that could be critical to future
programs. Keep all work; often, due to
the creative nature of acquisition
reform, what was originally proposed
but not initially accepted by senior
leadership ends up becoming the solu-
tion. Recognize that linkage of the pro-
gram to another action outside the
purview of the program office compli-
cates the process significantly; the
acquisition strategy must be extremely
flexible as must the contractual vehi-
cle. This ultimately adds complexity to
the RFP, which is then reflected in the
cost offerors must bear in responding
thereto. The acquisition cycle is also
affected as decisions must accommo-
date this broader context. 

Integrated Defense Acquisition
Board. Avoid undefined future quanti-
ties and ambiguous budget profiles;
they significantly increase the com-
plexity of both the RFP and proposals.
Support and improve the Overarching
Integrated Product Team process; it
assures accountability across
USAF/DoD, saving both time and
effort, and significantly decreasing the
burden on both the System Program
Director and the SPO.

Cost and Operational Effectiveness
Assessment (COEA). Emphasize use
of “tailored” COEAs; they streamline
both development and coordination
activities. Increase management disci-
pline when using a complex analysis
tool; stakeholders must “buy in” to any
subsequent changes, yet this effort

must be accomplished effectively to
mitigate schedule slippages. To
minimize rework, conduct full valida-
tion/verification before relying on
complex models.

Joint Industry/Government RFP
Development. Assure user’s critical
requirements are stable before begin-
ning any interface with industry; have
them prioritize their requirements so
that industry can perform cost benefit
analyses. Seek early industry involve-
ment; allow for one-on-one discus-
sions with each firm represented;
many companies will not discuss their
processes and/or procedures in an
open forum. Recognize that there
often is no such thing as “standard
commercial practice.” Don’t over-
define the problem; allow industry the
flexibility to propose a solution.

Pilot Program/Acquisition Reform.
Considerable resistance to change still
resides at all levels of the USAF and
DoD; get to key decision makers early,
and allow them to challenge the
bureaucracy within their organizations.
Understand that acquisition reform and
particularly downsizing means the risk
avoidance paradigm must be changed
to one of risk mitigation; to the extent
practicable, focus on maximizing con-
tractor responsibility while minimizing
government oversight. Significant para-
digm shifts can be effected given ade-
quate knowledge gleaned from industry
and government counterparts; however,
don’t expect the process to be easy. Ask
for every waiver that makes sense; every
time a waiver is approved, the process
gets easier for the next program. Recog-
nize that individuals assigned to small
organizations with defined missions
and shared values will assume a great
deal of responsibility for the success of
the program. Don’t reinvent the wheel;
push the envelope even further — there
is still much opportunity to reform the
acquisition process; pilot program suc-
cesses to-date are but a line in the sand
from which to embark.

Cont i nued  on  page  32
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Conclusions
Although the DAB ultimately elected to
authorize continued production of C-
17s in lieu of procuring an NDAA, all
who supported this effort have much
to be proud of:

• With less than 22 months’ lead time,
the integrated C-17/NDAA Milestone
III DAB principals were provided with
executable, cost-effective options

• Because the program was viewed as a
viable contender for limited strategic
airlift dollars, it prompted substantive
performance improvement in the C-17
(it now meets or exceeds all operational
requirements) as well as a substantial
reduction in unit cost (estimated savings
due to competition is $4.1 billion.)

• The SPO’s effectiveness in “pushing the
acquisition reform envelope” estab-
lished a contemporary baseline for the
future.

As illustrated by the success attained
by the NDAA team in commercializing
the acquisition process, substantive
reform can be effected at the local
level; however, the process could be
simplified if but a greater number of
participants at higher levels embraced
the concept and actively supported
such initiatives within their spheres of
influence.

Although the SPO made considerable
headway, much work remains. Details
of this procurement, to include the
NDAA RFP, clause matrix, and draft
pilot program metrics plan may be

accessed on-line: (http://www.wpafb.
af.mil/www.htm). Further information
regarding the initiatives addressed in
this article may be obtained by con-
tacting the NDAA SPO at (513) 255-
5189.

ENDNOTES

1. Streamlining Defense Acquisition
Laws, Executive Summary, “Report of
the DoD Acquisition Law Advisory
Panel” (Department of Defense,
Defense Systems Management College,
March 1993).
2. “The DoD Regulatory Cost Premi-
um: A Quantitative Assessment,” DoD
Annotated Briefing Prepared for Dr.
William J. Perry, Secretary of Defense.
(Findings of a March-October 1994
study conducted by Coopers &
Lybrand/TASC, December 1994.)

EVEN THOUGH THE EAST COAST WAS INUNDATED WITH MORE THAN ITS

SHARE OF SNOW THIS YEAR, THAT DIDN’T KEEP ABOUT 20 HARDY DSMC

STAFFERS, SPOUSES, AND SIGNIFICANT OTHERS FROM ENJOYING A DAY ON

THE SLOPES. AS PART OF ITS TEAMBUILDING ACTIVITIES, THE DIVISION OF

COLLEGE ADMINISTRATION AND SERVICES SPONSORED A ONE-DAY SKI TRIP

TO WHITE TAIL, PENNSYLVANIA, ON FEBRUARY 15, 1996. THE COLLEGE’S

SAFETY OFFICER, U.S. ARMY CAPT. DIGGS CLEVELAND, REPORTS THAT THE

TRIP WAS CASUALTY-FREE, WITH NO BROKEN BONES OR BRUISES — NOT

EVEN A MILD CASE OF FROSTBITE. AS FOR THOSE OF US WHO STAYED

BEHIND, THE “WHITE” WE MOST WANT TO SEE IS SANDY WHITE BEACHES...

S E R I O U S  F U N  I N  T H E  S N O W !
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